Auditing to build public confidence 



AUDITOR-GENERAL 
SOUTH AFRICA 

AUDITOR’S REPORT OF THE AUDITOR-GENERAL TO THE NORTH WEST PROVINCIAL 
LEGISLATURE AND THE COUNCIL ON THE MOSES KOTANE LOCAL MUNICIPALITY 


REPORT ON THE FINANCIAL STATEMENTS 

Introduction 

1. I have audited the accompanying financial statements of the Moses Kotane Local Municipality, 
which comprise the statement of financial position as at 30 June 2010, the statement of 
financial performance, statement of changes in net assets and cash flow statement for the 
year then ended, and a summary of significant accounting policies and other explanatory 
information, as set out on pages [XX] to [XX]. 

Accounting officer’s responsibility for the financial statements 

2. The accounting officer is responsible for the preparation and fair presentation of these financial 
statements in accordance with South African Standards of Generally Recognised Accounting 
Practice (SA Standards of GRAP) and in the manner required by the Municipal Finance 
Management Act of South Africa, 2003 (Act No. 56 of 2003) (MFMA) and the Division of 
Revenue Act of South Africa, 2009 (Act No. 12 of 2009) (DoRA). This responsibility includes 
designing, implementing and maintaining internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to 
fraud or error; selecting and applying appropriate accounting policies; and making accounting 
estimates that are reasonable in the circumstances. 

Auditor-General’s responsibility 

3. As required by section 188 of the Constitution of South Africa and section 4 of the Public Audit 
Act of South Africa (PAA), my responsibility is to express an opinion on the financial 
statements based on conducting the audit in accordance with the International Standards on 
Auditing and General Notice 1570 of 2009 issued in Government Gazette 32758 of 27 
November 2009. Because of the matter(s) described in the Basis for disclaimer of opinion 
paragraph(s), however, I was not able to obtain sufficient appropriate audit evidence to provide 
a basis for an audit opinion. 

Basis for disclaimer of opinion 

Property, plant and equipment 

4. The municipality could not provide sufficient appropriate audit evidence to support property, 
plant and equipment of R507 896 047 disclosed in note 6 to the financial statements. 

• Prior period errors on depreciation, amounting to R8 904 416, were included as part of the 
current year expenditure. This is in contravention of Standards of Generally Recognised 
Accounting Practice, GRAP3, Accounting Policies, Changes in Accounting Estimates and 
Errors. 

• I was unable to trace assets to the value of R19 583 738 from the asset register to the 
asset and RIO 075 748 of assets from the physical asset to the asset register, due to a lack 
of barcodes and insufficient descriptions in the asset register. 

• Furthermore, the asset register was analysed with the aim to reconcile it with the amounts 
as disclose. The procedure indicate a difference of R38 024 320 between the asset register 


analysis and the amount as disclosed. 

• I was unable to obtain sufficient appropriate audit evidence for the additions of R37 889 502 
to verify the valuation and allocation of these capitalised assets. 

• Statements of Generally Recognised Accounting Practices GRAP 17, Property plant and 
equipment require that each significant serviceable portion be accounted for and 
depreciated separately. Infrastructure assets of R391 292 334 were not broken up into 
serviceable parts and also not depreciated as such. 

• Seventeen journals amounting to R87 390 497 did not contain sufficient and appropriate 
supporting documentation to confirm the correctness of the adjustment made. 

5. The municipality's records did not permit the application of alternative audit procedures. 
Consequently, I was unable to verify the completeness, existence, valuation and allocation of 
property, plant and equipment disclosed in note 6 to the financial statements. 

Inventory 

6. The municipality could not provide sufficient appropriate audit evidence to support unsold 
property held for sale of R40 980 496 disclosed in note 8 to the financial statements. The 
municipality did not apply Statements of Generally Recognised Accounting Practice, GRAP 
16, Investment Property. It was not possible to determine whether these stands are held for 
capital appreciation. The municipality also did not assess the fair value of these stands and did 
not state the model used to value the investment in the accounting policy. The municipality's 
records did not permit the application of alternative audit procedures. 

7. Four journals, amounting to R2 932 185, did not contain sufficient and appropriate supporting 
documentation to confirm the correctness of the adjustment made. 

8. Consequently, I was unable to reliably determine the valuation, completeness, classification 
and allocation of unsold property held for sale as disclosed in note 8 to the financial 
statements. 

Revenue 

9. Service charges fall within the definition of revenue as per Statements of Generally 
Recognised Accounting Practice GRAP 09, Revenue from exchange transactions. Not all 
areas within the municipal boundary were included on the billing system. Consequently, these 
service charges were not included in the amounting of R42 995 817, as disclosed in note 15 
to the financial statements. It was not possible to quantify the possible increase of revenue, 
and the impact on revenue as disclose in note 15. 

10. I was unable to obtain sufficient appropriate audit evidence for property rates of R27 984 725 
as disclosed in note 14 to the financial statements. The municipality did transfer all data from 
the valuation roll to the accounting system. Furthermore the municipality did not reconcile the 
printed valuation roll to the rates that were actually billed, property that received discount or 
property exempt from rates. The municipality's records did not permit the application of 
alternative audit procedures. Consequently, I was unable to assess the completeness and 
accuracy of property rates as disclosed in note 14 to the financial statements. 

11. I was unable to obtain sufficient appropriate audit evidence for revenue from traffic fines (spot 
fines and summonses) of R2 731 936 as disclosed in the statement of financial performance. 
The municipality did not apply Statements of Generally Recognised Accounting Practice 
GRAP3, Accounting Policies, Changes In Accounting Estimates and Errors. The accounting 
policy was changed from an estimated amount to be included as revenue from spot fines and 
summonses, to only actual payments received. Consequently, I was unableto assess the 
completeness, occurrence, accuracy, classification and cut-off of traffic fines, of R2 731 936, 
as disclosed in the statement of financial performance. 

Expenditure 

12. I was unable to obtain sufficient appropriate audit evidence for repairs and maintenance of 12 
073 900 and general expenditure of R13 641 405 as disclosed in the statement of financial 


performance. The municipality's records did not permit the application of alternative audit 
procedures. Consequently, I was unable to verify the completeness, occurrence, accuracy, 
classification and cut-off of repairs and maintenance as well as general expenses. 

13. Salaries and other expenditure of R3 229 613 paid on behalf of Moses Kotane Development 
Agency were included in the statement of financial performance. This is in contravention of 
Statements of Generally Recognised Accounting Practice GRAP 6, Consolidated and 
Separate Financial Statements. Consequently, expenditure is overstated and transfer 
payments understated by R3 229 613 in the statement of financial performance. 

Irregular expenditure 

14. I was unable to obtain sufficient appropriate audit evidence to verify whether supply chain 
management regulations were complied with for expenditure of R64 799 226 due to 
management not being able to submit the requested supporting documentation or lack of 
compliance with laws and regulations regarding supply chain management. The municipality’s 
records did not permit the application of alternative audit procedures. Consequently, I was 
unable to determine the accuracy completeness and classification of irregular expenditure 
disclosed in note 25 to the financial statements. 

Provision 

15. Management did not estimate the cost to restore the landfill sites in use. This is in 
contravention of the requirements of Statements of Generally Recognised Accounting 
Practices GRAP 19 - Provisions, contingent liabilities and contingent assets. GRAP 19 
requires that the estimated outflow of resources to settle the obligation to restore the landfill 
sites, which is required at the end of the useful life of the landfill site, should be disclosed. 

16. It was not possible to perform alternative procedures due to the high level of specialised 
information required to make such estimation. Consequently, I was unable to verify the 
completeness and valuation of provisions included in the statement of financial position. 

Debtors 

17. The municipality's provision for bad debt policy, states that debt amounts outstanding for more 
than 90 days are considered as irrecoverable. According to International Accounting 
Standards, IAS 39, Financial Instruments: Recognition and Measurement, this is one of the 
indicators to determine whether a debtor in totally is doubtful. Therefore all amounts owed by 
the debtors with outstanding amounts for more than 90 days should be considered doubtful 
and should be adjusted with confirmed agreements for payments or where actual subsequent 
payments were received. The provision for bad trade debts is therefore understated by R9 351 
492. 

18. Included with other debtors is capital expenditure of R3 735 998, which should be classified as 
an asset. 

19. Consequently, I was unable to verify the valuation of other debtors included in the statement of 
financial position and note 11 to the financial statements. 

Value-added tax (VAT) 

20. I was unable to obtain sufficient appropriate audit evidence for the three VAT journals of 
R21 758 656. Consequently, I was unable to verify valuation and allocation of the VAT liability 
amounting to R 8 761 144 as disclosed in the statement of financial position. 

Statement of changes in net assets 

21. I was unable to obtain sufficient appropriate audit evidence for the correction of error of 

• government grant reserve (R3 783 550), and 

• accumulated surplus (R2 220 335) 
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as disclosed in the statement of changes in net assets. 

22. Furthermore, there was a difference between the general ledger and the Statement of Change 
in nett assets, relating to the following items: 

• government grant reserve R6 978 831 

• Accumulated surplus R8 717 344 

Cash flow statement 

23. I was unable to obtain sufficient appropriate audit evidence for amounts and disclosures 
included in the cash flow statement and notes thereto. I performed alternative procedures and 
found incorrect calculations, 

• Net decrease in cash and cash equivalents: Difference of R22 651 690 

• Cash generated: Difference of R79 849 621. 

24. Consequently, I was unable to verify accuracy, completeness, presentation and disclosure of 
cash flow statement and notes thereto. 

Commitments 

25. I was unable to obtain sufficient appropriate audit evidence for the difference of R6 899 235 
between the commitment schedule and commitments disclosed in note 4 to the financial 
statements. Consequently, I was unable to verify accuracy of the capital commitments as 
disclosed in note 4 to the financial statements. 

Disclaimer opinion 

26. Because of the significance of the matters described in the basis for disclaimer of opinion 
paragraphs, I have not been able to obtain sufficient appropriate audit evidence to provide a 
basis for an audit opinion. Accordingly, I do not express an opinion on the financial statements. 

Additional matter 

I draw attention to the matter below. My opinion is not modified in respect of this matter. 

Unaudited supplementary schedules 

27. The supplementary information set out on pages [XX] to [XX] does not form part of the 
financial statements and is presented as additional information. I have not audited these 
schedules and accordingly I do not express an opinion thereon. 

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS 

28. As required by the PAA and in terms of General Notice 1570 of 2009 issued in Government 
Gazette 32758 of 27 November 2009, I include below my findings on the report on 
predetermined objectives, compliance with the following key laws and their regulations and 
financial management (internal control): 

• MFMA 

• DoRA 

• Local Government: Municipal Systems Act of South Africa, 2000 (Act No. 32 of 2000) 

(MSA) 

• Municipal Structures Act of South Africa, 1998 (Act No. 117 of 1998) 

• and financial management (internal control). 

Predetermined objectives 

29. Material findings on the report on predetermined objectives, as set out on pages [XX] to [XX], 
are reported below: 
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Non-compliance with regulatory requirements 

Existence and functioning of a performance audit committee 

30. The performance audit committee did not: 

• meet at least twice during the financial year 

• review the quarterly reports of the internal auditors on their audits of the 
performance measurements of the municipality 

• review the Moses Kotane Local Municipality’s performance management system 
and make recommendations in this regard to the council of the Moses Kotane Local 
Municipality, 

as required by regulation 14(4) of the Municipal Planning and Performance Management 
Regulations, 2001. 

Internal auditing of performance measurements 

31. The Moses Kotane Local Municipality did not develop and implement mechanisms, systems 
and processes for auditing the results of performance measurement as part of its internal audit 
processes, as required in terms of section 45 of the MSA. 

Lack of adoption or implementation of a performance management system 

32. The Moses Kotane Local Municipality did not adopt a framework that describes and represents 
how the municipality's cycle and processes of performance planning, monitoring, 
measurement, review, reporting and improvement will be conducted, organised and managed, 
including determining the roles of the different role players, as required in terms of sections 36, 
38 and 41(2) of the MSA and regulations 7 and 8 of the Municipal Planning and Performance 
Management Regulations, 2001. 

Mid-year budget and performance assessment 

33. The accounting officer of the Moses Kotane Local Municipality did not by 25 January of each 
year assess the performance of the Moses Kotane Development Agency, as required by 
section 72 of the MFMA. 

No reporting against predetermined objectives, indicators and targets 

34. The Moses Kotane Local Municipality did not include an assessment made by the entity’s 
accounting officer of the entity’s performance against any measurable performance objectives 
set, in terms of the service delivery agreement or other agreement between the entity and its 
parent municipality, as required by section 121(4)(d) of the MFMA. 

Usefulness of reported performance information 

35. The following criteria were used to assess the usefulness of the planned and reported 
performance: 

• Consistency: Has the municipality reported on its performance with regard to its objectives, 
indicators and targets in its approved integrated development plan, i.e. are the objectives, 
indicators and targets consistent between planning and reporting documents? 

• Relevance: Is there a clear and logical link between the objectives, outcomes, outputs, 
indicators and performance targets? 

• Measurability: Are objectives made measurable by means of indicators and targets? Are 
indicators well defined and verifiable, and are targets specific, measurable and time bound? 

The following audit findings relate to the above criteria: 

Reported information not consistent with planned objectives, indicators and targets 

36. The Moses Kotane Local Municipality has not reported on its performance against 
predetermined targets which are consistent with the approved integrated development plan / 
Service Delivery and Budget Implementation Plan (SDBIP). 
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Reliability of reported performance information 

37. The following criteria were used to assess the usefulness of the planned and reported 
performance: 

• Validity: Has the actual reported performance occurred and does it pertain to the entity, i.e. 
can the reported performance information be traced back to the source data or 
documentation? 

• Accuracy: Have the amounts, numbers and other data relating to reported actual 
performance been recorded and reported appropriately? 

• Completeness: Have all actual results and events that should have been recorded been 
included in the reported performance information? 

The following audit findings relate to the above criteria: 

Reported targets not reliable as no supporting source information was provided 

38. For the selected objectives and 100% of the reported targets the reliability could not be 
established as sufficient appropriate audit evidence and relevant source documentation could 
not be provided for audit purposes. 

Compliance with laws and regulations 

Municipal Finance Management Act of South Africa, 2003 (Act No. 56 of 2003) (MFMA) 

Expenditure was incurred in contravention of or not in accordance with applicable legislation 

resulting in irregular expenditure 

39. I was unable to obtain sufficient appropriate audit evidence to verify whether supply chain 
management regulations were complied with, therefor it was not possible to asses if 
expenditure was incurred in accordance with the requirements of the MFMA. These 
expenditure thus constitute irregular expenditure as set out in section 1 (the definition of 
“irregular expenditure” paragraph (d)) of the MFMA, in the absence of positive confirmation of 
compliance with the PFMA. Also see paragraph 14 above. 

Supply chain management (SCM) legislative reguirements were not implemented or not adhered to 

(resulting in irregular expenditure) 

40. Annual declarations of interest were not made by the mayor, councillors, senior managers and 
municipal manager, as required by SCM regulation 46(2)(e). 

The internal audit unit was not functioning properly 

41. The internal audit unit of the municipality did not fulfil its responsibilities as required by section 
165 of the MFMA. 

The audit committee was not functioning properly 

42. The audit committee did not perform their functions and discharge their mandate adequately 
as required by section 166 of the MFMA. 

Internal control 

43. I considered internal control relevant to my audit of the financial statements and the report on 
predetermined objectives as well as compliance with laws and regulations, but not for the 
purpose of expressing an opinion on the effectiveness of internal control. 

44. The matters reported below are limited to the significant deficiencies regarding the basis for 
qualified opinion paragraph, the findings on the report on predetermined objectives and the 
findings on compliance with laws and regulations. 
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• Leadership 

The municipality did not have sufficient monitoring controls to ensure adherence to the 
internal policies and procedures at a programme and objective level, as well as for purpose 
of taking corrective action. 

• Financial and performance management 

Inadequate record management and controls over the flow of information, due to significant 
number of vacant positions, resulted in requested information not always available as per 
agreed time frames. 

Sufficient appropriate audit evidence with regard to the reported financial and performance 
information could not be obtained, as the information system used for generating 
performance information and financial information was not appropriate to facilitate the 
preparation of accurate and complete actual information. 

• Governance 

Governance structures did not function effectively as ongoing monitoring and supervision 
by internal audit were not undertaken to enable an assessment of the effectiveness of 
internal control over financial and performance reporting. The audit committee did not fulfil 
its responsibilities as set out in legislation and in accordance with accepted best practice. 
Furthermore, the performance report was not reviewed prior to submission for audit. 



Rustenburg 


30 November 2010 



AUDITOR-GENERAL 


SOUTH AFRICA 
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MOSES LOCAL MUNICIPALITY 


ACTION PLAN ON AUDIT REPORT FOR 2009/2010 FINANCIAL YEAR 

SUMMARISED 


KEY ISSUE 
Paragraph in 
Audit Report 

ISSUE RAISED 

DETAILS OF KEY 
ISSUE 

ACTION 

PROGRESS TO 
DATE 

DEADLINE 

RESPONSIBLE 

OFFICIAL 

PROGRESS MADE 

4. &5. 

Property Plant 
and Equipment 

Prior period errors on 
depreciation amounting 
to R 8 904 416 where 
included as part of the 
current year expenditure 

Every effort will 
be made that 
this does not 
occur in future 

Noted 

2010-2011 

Financial 

statements 

Head of Unit: 
Budget, 

Expenditure and 
Reporting 

Manager; Budget 
and Legislative 
reporting assumed 
duties on 7-02-2011 
to support HOU 



Assets to the value of R 

19 583 738 could not be 
traced from the asset 
register to the asset and 
RIO 075 748 from the 
physical asset to the 
asset register 

Appoint 
sufficient staff 
for control and 
identification 
purposes 

Manager Asset 

Administration 

appointed 

30 June 2011 

Head of Unit: 
Budget, 

Expenditure and 
reporting 

Asset Identification 
in process with 
development of new 
Asset Management 
System 



Sufficient audit evidense 
was not available for the 
additions of R 37 889 502 
to verify the valuation and 
allocation of these 
capitailised assets 

Prepare audit 
evidence 

Audit evidence 
completed 

30 June 2011 

Head of Unit: 
Budget, 

Expenditure and 
reporting 

Audit evidence 
completed 



Grap 17: Infrastructure 
assets of R 391 292 334 
were not broken up into 
serviceable parts and 
also not depreciated as 
such 

Development 
of a complete 
new Asset 
Management 
System and 
Register 

Phase 1 
completed 
(unbundling of 
assets) 

Phase 2 in 
progress to be 
completed by 30 
June 2011 

Phase 3 to 
commence 1 July 
2011 to complete 
30 June 2012 

30 June 2012 

CFO and HOU 
Budget, 

Expenditure and 
Reporting 

Services Providers 
in process with 
obtaining as- build 
drawings for 
capturing on GIS 
System and 
vSMART 

Management 

System 
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6. 7. &8 

Inventory 

Sufficient audit evidence 
were not provided to 
support unsold property 
held for sale to the value 
of R 40 980 496 and did 
not apply GRAP 16 

There is a list 
of properties 
available and it 
will be provided 
when required 
by audit 

List of properties 
prepared and 
available 

Ongoing 

HOD: Budget , 
Expenditure and 
reporting 

Property list 
available 



Four yournals, 
amounting to R2 932 

185 did not contain 
sufficent and apropriate 
supporting 

documentation to confirm 
the correctnesss of the 
adjustment made 

Documents 
obtained and 
available for 
audit 

Documents 

available 

30 June 2010 and 
ongoing 

HOU: Budget , 
Expenditure and 
reporting 

Documents available 

9. 10. & 11 

Revenue 

Not all of the areas within 
the municipal boundry 
were included in the 
billing system. It was not 
possible to qauntify the 
possible increase of 
revenue and the impact 
of revenue. 

The water 
schemes 
transferred to 
the municipality 
is not 

developed to a 
full yard 
connection 
standard while 
the majority if 
villages are on 
RDP standards 
or even below. 
Metering 
equipment in 
most villages 
does not exist. 
Provision will 
have to be 
made in future 
budgets to 
install control 
and metering 
equipment to at 
least determine 
the water 
supplied to a 

Provision in 
2011-12 capital 
budget 

30 June 2014 

HOD: 

Infrastructure 
and Technical 
services 

Project included in 
draft capital budget 


2 







village and its 
various type of 
consumers 

Billing in many 
areas is 
impossible due 
to instable 
supply. 







Unable to obtain 
sufficient appropirate 
evidence for property 
rates as disclosed in note 
14 to the financial 
statements. Printed 
valuation roll were not 
reconsiled to the 
accounting system. 

New 

accounting 

system 

implemented to 
assure 

accurate billing 
and 

reconciliations 

All debtor 
information 
transferred to 
new system and 
capturing of all 
properties in 
progress 

30 June 2011 

HOU: 

Revenue 

Management 

System 

implemented and 
ongoing capturing 



Unable to obtain 
sufficient appropriate 
evidence for revenue 
from traffic fines. Unable 
to asses the 
completeness, 
occurrence, acuracy , 
clasification and cut-off of 
traffic fines to the amount 

R 2 731 936 

Service 

provider’s 

contract 

terminated. 

Appoint new 

service 

provider and 

implement 

control 

measures 

New service 
provider assumed 
duties January 
2011 

30 June 2011 

HOU; Public 
Safety 

Ongoing 

12 &13 

Expenditure 

Unable to obtain 

Sufficient appropriate 
audit evidence for repairs 
and maintenance of R 12 
073 900 and general 
expenditure of R 13 641 
405 as discloses in 
statement of financial 
performance 

Obtain 
expenditure 
vouchers from 
SlU for 
submission to 
audit 

Many expenditure 
vouchers taken 
by SlU for 
investigation. In 
process to obtain 
vouchers or 
copies 

30 June 2011 

HOU: Budget 
Expenditure and 
Reporting 

Ongoing 



Salaries and other 
expenditure of R 3 229 

613 paid on behalve of 
MKDA were included in 
the statement of financial 

MKDA 

dissolved July 
2011 and staff 
absorbed in 
Council 

No further action 
required 



No further action 
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performance. 

Consequintly expenditure 
is overstated and transfer 
payments understated 
with R 3 229 613 

Structure 





14 

Irregular 

Expenditure 

Unable to obtain sufficient 
appropriate audit evidence 
to verify whether supply 
chain management 
regulations were complied 
with for expenditure of 

R 64 799 226 due to 
management not being 
able to submit requested 
supporting documentation 
or lack of compliance 
with laws and regulations 
regarding SCM 

Many 

expenditure 
vouchers taken 
by SlU for 
investigation. 

Obtain 
vouchers or 
copies thereof 
from the Unit 

In process to 
obtain vouchers 
or copies from 
SlU 

30 June 2011 

HOU: Budget 
Expenditure and 
Reporting 

Ongoing 

15. & 16 

Provision 

Management did not 
estimate the cost to 
restore the landfill site in 
use. GRAP 19 must 
refelect the estimate 
outflow of resources to 
settle the obligation to 
restore the landfill site at 
the end of its usefull life. 

Make provision 
in 2011- 
2011budget to 
appoint 
consultants to 
estimate the 
cost to restore 
the landfill site 
after closure 

Budget 
preparation in 
process 

30 June 2011 

HOD: 

Community 

Services 

In budget process 

17. 18. & 19 

Debtors 

All amounts owed by 
debtors with outstanding 
amounts of more than 90 
days should be 
considered doubtfull. The 
provision for badf debts is 
therefor understated by R 

9 351492. 

Increase 
provision for 
outstanding 
debts to the 
level required 
by audit 

Noted. Journal 
will be drawn 
before year end 

30 June 2011 

HOU: Budget, 
Expenditure and 
Reporting 

Will be done with 
yearend closure 



Included with other 
debtors is capital 
expenditure of R 3 735 

998 which should be 
classified as assets. 

Unable to to varify the 

Correct the 
transaction by 
transferring to 
amount to 

assets 

Journal will be 
drawn before 
year end to 
correct the entry 

30 June 2011 

HOU: Budget, 
Expenditure and 
Reporting 

Will be done before 
yearend closure 
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valuation of other debtors 
in the statement of 
financial performance. 






20. 

Value-added tax 
(VAT) 

Unable to obtain 
sufficient sufficient 
appropriate audit 
evidence for three Vat 
yournals of R 21 758 656. 
Consequintly unable to to 
verify valuation of the 

VAT liability amounting to 

R 8 761 144. 

The audit 
evidence will 
be obtained to 
support the 
journals 

In process. The 
new accounting 
system will 
simplify the 
process as 
transactions will 
be automatically 
done 

30 June 2010 

HOU; Budget, 
Expenditure and 
Reporting 

In process 

21. & 22 

Statement of 
changes in net 
assets 

Unable to obtain 
sufficient appropriate 
audit evidence for the 
correction of error of: 
Government grant 

Reserve of R 3 783 550 
Accumulaqtede surplus; 

R 2 220 335 as disclosed 
in the statements of 
changes in net assets 

Obtain the 
required audit 
evidence for 
the correction 

In process. 

30 June 2011 

HOU; Budget, 
Expenditure and 
Reporting 

In process 



Difference between 
general ledger and the 
Statements of net Assets 
relating to the folowing: 
Government grant 
reserve: R 6 978 831 
Accumulated surplus: 

R 8 717 344 

The journal will 
be processed 
to reflect the 
same amounts 
in the financial 
statements and 
general ledger 

In process 

30 June 2011 

HOU; Budget, 
Expenditure and 
Reporting 

In process 

23. & 24 

Cash Flow 
Statement 

Unable to obtain 

Sufficient appropriate 
audit evidence for 
amounts disclosed in the 
cash flow statement; the 
following incorrect 
calculations where found; 
Net decrease in Cash: 
difference of R 22 651 

690 

Care to be 
taken that 
calculations be 
done correctly 
in future 

In process 

30 June 2011 

HOU; Budget, 
Expenditure and 
Reporting 

In process 
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Cash Generated: 
Difference; R 79 849 621 






25. 

Commitments 

Unable to obtain 
sufficient appropriate 
audit evidence for 
differences of R 6 899 

235 between the 
commitment schedule 
and commitments 
disclosed. 

Care will be 
taken that 
information be 
verified in 
future after 
completion of 
the financial 
statements 

The appointment 
of the Manager: 
Budget and 
reporting wil 
spread the 
responsibility to 
promote accuracy 

30 June 2011 

HOU: and 
Manager Budget 
and legislative 
Reporting 

Ongoing-Manager 
assumes duties 7 
February 2011. 

26. 

Disclaimer 

opinion 

Because of the 
significance of the matters 
described in the basis for 
disclaimer of opinion 
paragraphs, 1 have not 
been able to obtain 
sufficient appropriate audit 
evidence to provide a 
basis for an audit opinion. 
Accordingly, 1 do not 
express an opinion on the 
financial statements. 

The auditor did 
not express a 
opinion on the 
financial 
statements due 
to calculation 

errors 

The appointment 
of the Manager: 
Budget and 
reporting wil 
spread the 
responsibility to 
promote accuracy 

30 June 2011 

HOU: and 
Manager Budget 
and legislative 
Reporting 

Ongoing-Manager 
assumes duties 7 
February 2011. 


Non - 

complience with 

regulatory 

requirements 







30. 

Existence and 
Functioning of 
performance 
audit committee 

The performance audit 
committee did not: Meet at 
least twice during the 
financial year; 

Review the quarterly 
reports of the internal 
auditors on their audits of 
the performance 
measurements of the 
municipality ; 

Review the Moses Kotane 
Local Municipality’s 

The 

Accounting 
officer must 
prepare a 
schedule of 
audit 

committee 
meetings and 
assure 
compliance 
thereof. The 
audit Unit 
should be 

The 

organisational 
structure has 
been revised and 
the required 
positions 
approved. 

31 March 2011 

Municipal 

Manager and 

Audit Executive 

Position advertised 


6 






performance management 
system and make 
recommendations in this 
regard to the council of the 
Moses Kotane Local 
Municipality, as required 
by regulation 14(4) of the 
Municipal Planning and 
Performance Management 
Regulations, 2001. 

strengthened 
with the 
appointment of 
a suitable 
qualified audit 
executive to 
take control of 
the 

responsibilities 





31. 

Internal auditing 
and performance 
measurements 

The Moses Kotane Local 
Municipality did not 
develop and implement 
mechanisms, systems 
and processes for 
auditing the results of 
performance 
measurement as part of 
its internal audit 
processes, as required in 
terms of section 45 of 

the MSA. 

The 

Accounting 
Officer and 

Audit Executive 
must develop 
and implement 
the required 
processes to 
comply with 
Section 45 of 
the MSA 

The 

organisational 
structure has 
been revised and 
the required 
positions 
approved 

31 March 2011 

Municipal 

Manager and 
Audit Executive 

Position of audit 
executive advertised 

32. 

Lack of adoption 
or 

implementation 
of a performance 
management 
system 

The Moses Kotane Local 
Municipality did not adopt 
a framework that 
describes and represents 
how the municipality’s 
cycle and processes of 
performance planning, 
monitoring, 

measurement, review, 
reporting and 
improvement will be 
conducted, organised 
and managed, including 
determining the roles of 
the different role players, 
as required in terms of 
sections 36, 38 and 41(2) 

It is not correct 
that the 

Council did not 
adopt a 
framework. 

The Municipal 
Manager 
should revise 
the system of 
performance 
management 
and submit a 
report to 
council 

The function was 
placed directly in 
the Office of the 

MM with the 
revised 
organisational 
structure 

31 March 2011 

Municipal 

Manager and 
HOU: 

Performance 

Management 

Services 

ongoing 
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of the MSA and 
regulations 7 and 8 of the 
Municipal Planning and 
Performance 

Management 

Regulations, 2001. 






33. 

Mid-year budget 
and performance 
assesment 

The accounting officer of 
the Moses Kotane Local 
Municipality did not by 

25 January of each year 
assess the performance 
of the Moses Kotane 
Development Agency, as 
required by section 72 of 
the MFMA. 

The Agency 
was dissolved 
in July 2011 

n/a 

n/a 

n/a 

n/a 

34. 

No reporting 

agianst 

predetermined 

objective, 

indicators and 

targets 

The Moses Kotane Local 
Municipality did not 
include an assessment 
made by the entity’s 
accounting officer of the 
entity’s performance 
against any measurable 
performance objectives 
set, in terms of the 
service delivery 
agreement or other 
agreement between the 
entity and its parent 
municipality, as required 
by section 121(4) (d) of 
the MFMA. 

The agency 
was dissolved 
in July 2011 

n/a 

n/a 

n/a 

n/a 
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35. &36 

Reporting 
information not 
consistent with 
planned 
objectives, 
indicators and 
targets 

The Moses Kotane Local 
Municipality has not 
reported on its 
performance against 
predetermined targets 
which are consistent with 
the approved integrated 
development plan / 

Service Delivery and 
Budget Implementation 

Plan (SDBIP). 

It is not correct 
that 

performance 
was not 
reported. 

The Municipal 
Manager 
should arrange 
the necessary 
consultation 
with the 
external 
auditors to 
submit the 
performance 
reports as 
reported to 
council in time 
for audit to 
avoid 

misunderstandi 
ngs in this 
regard. 

The function was 
placed directly in 
the Office of the 

MM with the 
revised 
organisational 
structure 

31 March 2011 

Municipal 

Manager 

Ongoing 

37. &38 

Reported targets 
not reliable as 
no supporting 
source 

information was 
provided 

For the selected 
objectives and 100% of 
the reported targets the 
reliability could not be 
established as sufficient 
appropriate audit 
evidence and relevant 
source documentation 
could not be provided for 
audit purposes 

The Municipal 

Manager 

should 

ascertain that a 
complete audit 
file on 

performance 
management 
be submitted to 
the internal and 
external 
auditors 

The function was 
placed directly in 
the Office of the 

MM with the 
revised 
organisational 
structure 

31 March 2011 

Municipal 

Manager and 
HOU: 

Performance 

Management 

Ongoing 
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39. 

Expenditure was 
incurred in 
contravention of 
or not in 
accordance with 
applicable 
legislation 
resulting in 
irregular 
expenditure 

1 was unable to obtain 
sufficient appropriate 
audit evidence to verify 
whether supply chain 
management regulations 
were complied with, 
therefor it was not 
possible to asses if 
expenditure was incurred 
in accordance with the 
requirements of the 

MFMA. These 
expenditure thus 
constitute irregular 
expenditure as set out in 
section 1 (the definition 
of “irregular expenditure” 
paragraph (d)) of the 
MFMA, in the absence of 
positive confirmation of 
compliance with the 

PFMA. Also see 
paragraph 14 above. 

Certain 
documents 
taken by the 

SlU should be 
recovered for 
submission to 
the AG. 

Dedicated official 
assigned to 
recover all 
documents or 
copies of 
documents for 
submission to 
audit 

30 June 2011 

HOU: Budget 
and Legislative 
Reporting 

In progress 

40. 

Supply chain 
management 
(SCM) legislative 
requirements 
were not 
implemented or 
not adhered 
to(resulting in 
irregular 
expenditure) 

Annual declarations of 
interest were not made 
by the mayor, councillors, 
senior managers and 
municipal manager, as 
required by SCM 
regulation 46(2)(e). 

The Municipal 
Manager 
should obtain 
the necessary 
declarations 
from all parties 

Instruction issued 

31 March 2011 

Municipal 

Manager and 

Head of SCM 

Ongoing 

41. 

The internal 
audit unit was 
not functioning 
properly 

The internal audit unit of 
the municipality did not 
fulfil its responsibilities 
as required by section 

165 of the MFMA. 

The 

appointment of 
the Head of 

Audit (Audit 
Executive) 
should be 
finalised. 

Position 

advertised 

31 March 2011 

Municipal 

Manager 

Position advertised 
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42. 

The audit 
committee was 
not functioning 
properly 

The audit committee did 
not perform their 
functions and discharge 
their mandate adequately 
as required by section 

166 of the MFMA 

A schedule of 
audit 

committee 
meetings 
should be 
prepared and 
adhered to 

Position of audit 

executive 

advertised 

31 March 2011 

Municipal 

Manager 

Ongoing 

43. &44 

Leadership 

The municipality did not 
have sufficient monitoring 
controls to ensure 
adherence to the internal 
policies and procedures 
at a programme and 
objective level, as well as 
for purpose of taking 
corrective action. 

The monitoring 
and control 
systems should 
be improved as 
a integrate part 
of performance 
management 
and internal 
audit. 

Position of Audit 

Executive 

advertised 

31 March 2011 

Municipal 

Manager 

Ongoing 


Financial and 
Performance 
Management 

Inadequate record 
management and 
controls over the flow of 
information, due to 
significant number of 
vacant positions, 
resulted in requested 
information not always 
available as per agreed 
time frames. 

Sufficient appropriate 
audit evidence with 
regard to the reported 
financial and 
performance information 
could not be obtained, as 
the information system 
used for generating 
performance information 
and financial information 
was not appropriate to 

1. The Process 
and document 
system should 
be restored as 
a matter of 
urgency to 
increase 
efficiency in 
document 
management 

2. The position 
of HOU: SCM 
should be filled 
as a matter of 
urgency. 

3. That the 
performance 
management 
system be 
restored and 
implemented. 

None 

31 March 2011 

HOD: Corporate 
Services 

HOU: 

Performance 

Management 

HOU: 

Information 

Technology 

None 
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facilitate the preparation 
of accurate and 
complete actual 
information. 







Governance 

Governance structures 
did not function 
effectively as ongoing 
monitoring and 
supervision by internal 
audit were not 
undertaken to enable an 
assessment of the 
effectiveness of internal 
control over financial and 
performance reporting. 

The audit committee did 
not fulfil its 

responsibilities as set out 
in legislation and in 
accordance with 
accepted best practice. 
Furthermore, the 
performance report was 
not reviewed prior to 
submission for audit. 

This is a 
summary of 
previous 
mentioned 
exceptions and 
affects all 
departments. 

As reported 
above 

30 June 2011 

All HOD’S 

Ongoing. 
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